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New York, President, The United Corporation 
**John R. Hughes, 
Montreal, Director, 
Maritime Electric Company, Limited 
*Alejandro J. Lara, 
Caracas, Venezuela, President, 
Fiveca, S.A. and Banco Royal Venezolano, S.A. 
*Paul W. Raymer, 
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Canadian International Power Company Limited 
Harold W. Smith, 
Waterbury, Connecticut, President, 
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Richard Joyce Smith, 
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New Steam Generating Plant under construction 
— Barbados 
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Monterey Railway, Light and 
Power Company Canada 


Consolidated Net Income 
Preferred Stock Dividends 
Earnings Per Common Share 
Common Stock Dividends 


Capital and Replacement 
Expenditures 


Installed and Purchased 
Generating Capacity (kilowatts) 


Peak Demand (kilowatts) 

Electric Sales in megawatt-hours 

Number of Electricity Customers 

TEN-YEAR RECORD 

(at December 31) 

Cash and Bank Deposits 

Preferred Stock Outstanding 

Consolidated Operating Revenue 

Earnings — for Common Stock 
— per Share 


*Prior period adjustments see financial 
note No. 4, 

**As restated for 5-4 stock split in 1968 
and 2-1 stock split in 1972 


1974 
$15,573,000 


$ 302,000 
$ 2.63 
$ 6,853,000 


$20,887,000 


863,060 
565,000 
2,732,000 
522,000 


1974 
$29,439,000 
$ 5,200,000 
$88,892,000 
$15,271,000 
$ 2.63 


1973 
$15,283,000* 


$ 310,000 
$ 2.58* 
$ 6,040,000 


$24,207,000 


815,000 
531,000 
2,602,000 
502,000 


1965 
$26,150,000 
$20,193,000 
$31,358,000 
$ 8,572,000 
$ Wee 


All figures in this Report are in 
U.S. Dollars unless otherwise noted. 
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. 1974 C | Power experienced multiple 
flationary problems from higher labour to 
igher material costs. Further, unusually 
90! weather reduced air conditioning 
sage in Venezuela. Yet the Company 
icceeded in realizing a modest increase 
earnings and its continuing strong 
nancial position enabled the Board of 
irectors to vote another in a succession 
F dividend increases. 

onsolidated earnings on the Cornmon 
tock for 1974 were $15,271,000 or $2.63 
=r share, compared with restated 1973 
arnings of $2.58 per share. Earnings 
ould have been $0.07 per share higher 
ad not recent legislation in Bolivia and 
enuzuela required the Company to set 

9 provisions for employee retirement 
demnities. Operating Revenues in 1974 
nounted to $88,892,000 or 17.3 per 

ant over 1973. This increase reflects the 
gher rates charged to customers in 
arbados and El Salvador and the effect 
fuel adjustment charges, primarily in 
arbados. Kilowatt-hour sales in 1974 
talled 2,732,478,000, compared with 
602,486,000 in 1973. 

1e combined subsidiaries, as of the year 


end, served 522,000 customers, com- 
pared with 502,000 the year before. 
Capital expenditures in 1974 totalled 
$20,887,000 and a capital budget of 
$29,199,000 has been approved by the 
Board of Directors for 1975. Cash and 
bank deposits as of December 31, 1974, 
amounted to $29,439,000. 


Dividend Increase 


The Board of Directors at the September 
1974 meeting, increased the quarterly 
dividend on its Common Stock to $0.32 
per share from $0.27 per share. On an 
annual basis, this represents an increase 
to $1.28 per share from $1.08 per share. 


New Class of Common Stock 

For Canadian owners of Common Stock 
to take advantage of certain provisions in 
the Canadian Income Tax laws, the 
Company is proposing the issuance of 

a new class of Common Stock to serve 
this purpose. Present owners of Common 
Shares will be able to exchange their 
shares, hereafter to be known as Class A 
Common Shares, for the new shares, to 
be known as Class B Common Shares. 
Gross dividends on both classes of stock 


will be the same, and the shares will 

be interchangeable at any time. Notice 
of a Special Shareholders’ Meeting on 
May 16, 1975, to consider this proposal 
is enclosed, along with the Proxy Inform- 
ation Circular which contains complete 
details. 


Government Negotiations 

In 1975 negotiations with the Govern- 
ments of Venezuela and Bolivia on 
Government participation in or ownership 
of the Company’s utility properties in 
those countries have continued. These 
negotiations have been going on for a 
considerable period of time and in the 
case of Venezuela we are unable to 
predict the eventual outcome. 

In the case of Bolivia, however, the 
Bolivian Government on March 26, 1975 
announced publicly that the Government 
does not plan to purchase the Companies 
and that they should continue operating 
under present ownership. On the same 
date the Government issued a decree 
increasing the rates in La Paz by 70 per 
cent as of April 1, 1975. 


Line Maintenance Team — Maracaibo 


E. Ryckman Alexander 

The sudden death on January 29, 1975, 
of E. Ryckman Alexander, an active 
member of the Board of Directors and its 
major committees for the past seventeen 
years, was a deep shock to his associates 
on the Board and to Company manage- 
ment. A resolution honouring his memory 
was adopted by the Board at its February 
1975 meeting. 


Executive Changes 

In May 1974, William E. Bradford, 
previously Vice-President of Brinco 
Limited and Chief Financial Officer of 
Churchill Falls (Labrador) Corporation 
and Twin Falls Power Corporation, was 
appointed Vice-President — Finance 
and Treasurer. In September 1974, 


Richard G. Munro, formerly Treasurer of 
Jannock Corporation Limited, Eastern 
Region, was appointed Controller. 

The Ten-Year Record 

The financial record of C | Power over 
the past ten years speaks well for 
management's ability to operate success- 
fully in developing countries, each of 
which has differing political and 
economic conditions. 

Earnings for the Common Stock from 
1965-1974 rose 78 per cent. During this 
period purchases of Preferred Shares 
totalled $1,720,000. Cash dividends on 
both Preferred and Common Stock 
totalled $51,367,000. 

During the same ten years, the Company 
financed and engineered new and 
expanded facilities at a total expenditure 
of $179,910,000. The effect of such 
expenditures in furthering the progress 
of the people and the communities served 
by C | Power subsidiaries deserves, we 
believe, a more extensive examination. 
To that end, this report includes a section 
listing some of the Company’s major 
accomplishments in Venezuela, Bolivia, 
El Salvador and Barbados. 


Diversified Investments 


While our Investment Committee continued 
to explore and analyze investment 
opportunities in many fields, it was man- 
agement’s practice in 1974 to continue 

its policy of investing in short-term bank 
deposits. At the high interest rates 
prevalent in 1974, this conservative 
approach proved exceptionally profitable, 
especially in the period of declining 
market values. With a return to economic 
normalcy, the Company expects to 

take advantage of its strong liquid position 
to further diversify. 


The Venezuela Companies 

As previously reported, a committee 
representing C | Power has been engaged 
for some length of time in negotiations 
with Venezuelan Government repre- 
sentatives on Government participation 


in Or ownership of the Maracaibo, Perija, 
Barquisimeto and Carora properties. The 
discussions which have taken place 
indicate that there may be a basic dis- 
agreement in the standard of valuation 

of these properties. As of this date, there 
is nothing further of significance to report. 
Shareholders, of course, will be advised 
of any developments. 

As required under the Venezuelan regul- 
ations governing Decision 24 of the 
Andean Pact, the Company has had its 
investments in Venezuela authorized and 
registered with the Superintendency of 
Foreign Investments as of February 3, 
1975. In addition to this, it appears that 
periodic dividends from Venezuelan 
subsidiaries may have to be approved 

on each occasion. The maximum annual 
dividend payable is 14 per cent after 
withholding tax, or a 16.5 per cent gross 
dividend on the amount registered. 
Present dividend rates are substantially 
below this level. 

On May 8, 1974, Venezuela’s Supreme 
Court of Justice concluded the Maracaibo 
Tax Case by reversing the judgment of 

a lower court and deciding in favour of 
our Maracaibo subsidiary. This claim 
amounted to the elimination of a contin- 
gent liability totalling some $3.2 million 
in respect to three years. 

Despite unfavourable weather conditions, 
all four utility companies reflected modest 
increases in kilowatt-hour sales: Mara- 
caibo 4.7%: Barquisimeto 5.6%; Perija 
8.3%: Carora 14.7%. 


Procedatos, C | Power's Maracaibo data 
processing subsidiary, expanded its 
activities, acting in a consulting capacity 
for electric utilities and engaging in 
feasibility studies in Ecuador, Guatemala 
and El Salvador. 


During 1974, Indesven, the Venezuelan 
investment subsidiary of C | Power, 
established its Caracas offices in the 
new Centro Plaza, a major building 
complex developed by Fiveca, a real 
estate investment company in which 
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Pole Installation Team — San Salvador 


C | Power has an interest. New investment 
opportunities for Fiveca are resulting 

from divestments of foreign equity in 
Venezuelan companies as a result of 

the Foreign Investment Law. 

The Bolivia Company 

The previously stated decisions of the 
Bolivian Government on Company owner- 
ship and the rate increase of 70 per cent, 
reflect, we believe, their appreciation of 
the high quality electric service provided 
by our subsidiaries in that country for 
more than half a century. 

This rate increase will, to a considerable 
extent, compensate for the 67 per cent 
1972 currency devaluation and its result- 
ant cost increase, which have continuously 


eroded the Bolivian Company’s net 
earnings. It was these adverse factors 
which made for disappointing net 
earnings in 1974, in spite of increased 
kilowatt-hour sales and operating 
revenues, 

On September 21, 1974, the Minister of 
Energy, Colonel Jimenez Gallo, repre- 
senting President Banzer, officially 
inaugurated the 28,000 kilowatt Cahua 
hydro-electric plant, latest of eight plants 
installed by the Company in the Zongo 
Valley. Photographs of the plant and 
penstock and of the generating units 
are shown later in this report. 


The Salvador Company 
Due to the increase in the price of oil, 
the Government authority which generates 
he power distributed by the Salvador 
Company, increased its power charges 
o the Company as of July 1, 1974. 
Although the Government granted a 
customer rate increase, it failed to cover 
1e entire increase in the cost of power. 
t is interesting to note that the Govern- 
nent is constructing a new 270,000 kilo- 
watt hydro-electric power development 
on the Rio Lempa, the country’s main 
river. The Government is also planning 
the construction of three experimental 
nits to tap geothermal power. Such 
evelopments will result in a consequent 
saving in imports of oil. 
| 1974, kilowatt-hour sales increased 
3.3 per cent. The number of customers 
ached 148,000 up from 140,000, an 
ease of 5.7 per cent. 
» Salvadorean economy has recently 
| favoured by several economic and 
factors. High world sugar prices 
eatly increased the value of this 
int export. The Government of 
1ela is making $80,000,000 avail- 
o Central America as a price support 
ffee. A settlement of the differences 
2n El Salvador and its neighbour, 
aS, appears to be making 
The Government has opened 
)ffshore gas and oil exploration 


sions 


The Barbados Company 

In a period of high inflation, the combin- 
ation of a 30 per cent increase in electric 
rates plus a fuel charge increase of up 
to 70 per cent, caused appreciable 
customer concern. This was particularly 
true of domestic customers, to whom the 
fuel charge was applied for the first time. 


Customer growth was limited. Kilowatt- 
hour sales declined. Billing complaints 
magnified. Yet, on the positive side, the 
rate increase and the fuel charge exten- 
sion to domestic customers made it 
possible for the Company to realize the 
cash flows required to finance the installa- 
tion of the steam plant at Spring Garden 
and to close the year with a reasonable 
profit. 

Construction of the steam plant is well 
under way with the steel work practically 
completed. Commissioning of the first of 
two 20,000 kilowatt units is now expected 
by mid 1976. The change from the dates 
given in the 1973 report has been caused 
by delays in the manufacture of the 
generator and arrival of material. 


Of special interest to C | Power is the 
Venezuela oil rebate program, being 
instituted among neighbouring develop- 
ing nations of the Caribbean basin. 
Under this program, Central American 
countries and island nations such as 
Barbados, will be allowed to retain more 
than half the cost of oil as long-term 
development loans. 

Tourism, while somewhat affected by the 
economic problems of industrial nations, 
continued to expand. The Island now 
offers accommodation for 7,800 visitors 
per day. There has been a particularly 
impressive increase in the number of 
tourists from Europe. 


COMERCIAL 


Commercial Planning Conference — Maracait 
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The Mexico Company 

The Monterey Railway, Light & Power 
Company continues to justify the patience 
of its shareholders. On September 27, 
1974, the Company completed payment 
of arrears on the 5% Cumulative Pre- 
ference Shares by declaring a dividend 
of $75.00 per share. The arrears on the 
Cumulative Preference Shares had been 
accumulating since 1913 and in 1967, 
totalled $1,325,000. The regular 1974 
dividend of $5.00 per share on the 
Cumulative Preference Shares was also 
declared payable at the same time. 


New Substation — Barbados 


Further, the Board of Directors at their 
February 14, 1975, meeting, voted a 
dividend of $2.00 per share on the 
Ordinary Shares of the Company, par 
value $1.00. This was the first dividend 
payment in over 60 years. 

The major part of the Company's funds 
are invested in Mexican Government 
bonds. Among other Mexican invest- 
ments, the Company has a substantial 
holding in the common stock of Aluminio, 
S.A. de C.V., an affiliate of the Aluminum 
Company of America. 

Net Income for 1974 amounted to 
$340,141, compared with $416,148 in 
1973. This reduction in earnings resulted 
from higher Canadian taxes and from the 
fact that the 1973 figures included a non- 
recurring profit of $43,135 on the sale 

of Government of Mexico bonds 
denominated in Deutsch Mark currency. 


Our C | Power People 

We would like to thank our C | Power 
people in all areas-and in all positions 
of responsibility for their loyal and able 
efforts in a period of unprecedented 
economic stress. Their accomplishments 
deserve our most wholehearted 
appreciation. 


For the Board 9Q Directors, 


Wm. M. hn 
Chairman 


Eric H. Campbell 
President 


Montreal, Canada 
March 27, 1975 
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Urdaneta Gas Turbine Generating Plant — Maracaibo 


purchased from the Government of that 
country. Installed generating capacity 

at year end for Venezuela, Bolivia and 
Barbados was 519,386 kilowatts, 140,315 
kilowatts and 66,860 kilowatts, respec- 
tively. Construction projects on order as 
of December 31, 1974, call for another 
40,000 kilowatts to be added to installed 
capacity in Barbados, and 30,000 
kilowatts in Maracaibo, both in 1976. 


The Company’s power subsidiaries oper- 
ate under governmental franchises or 
contracts which vary in their terms and 
expiration dates. In addition, the Bolivia, 
San Salvador and Barbados subsidiaries’ 
public utilities are now regulated by 
government ministries or agencies. The 
establishment of a utility regulatory 
commission is under study in Venezuela. 


In all the countries in which the Com- 
pany’s subsidiaries operate, except 
Barbados, the Government is engaged 
directy or indirectly in the power business. 
As mentioned in the Letter to Share- 
holders, the Company has been engaged 
during the past year in negotiations with 
the Governments of Venezuela and Bolivia 
with a view toward the proposed sale of 
or Government participation in the Com- 
pany’s operating subsidiaries in these 
countries. Under a recently enacted 
Venezuelan decree, at least 80 per cent 
of the equity shares of foreign-owned 
companies, such as the Company's 
Venezuelan utility Companies, must be 
offered for sale to Venezuelan nationals 
before May 1, 1977. As stated earlier 

in this report, the Government of 

Bolivia has decided now to make no 
change in ownership. 


WHAT Cl POWER 
UTILITIES HAVE 
ACCOMPLISHED 
1965-1974 


EL SALVADOR 


ARBADOS 


THE TEN YEAR RECORD 


The artist's sketches of the Maracaibo, 
Barquisimeto, El Salvador and Barbados 
distribution networks and the Zongo 
Valley hydro-electric generating system, 
e 

e 


sxemplify the accomplishments of our 
ectric utility subsidiaries over the past 
ten years. Valuable properties have been 
made more valuable through the 
production and/or distribution of more 
and more electric power to more and more 
people in the urban and rural areas of 
the countries served. This has helped 

to raise living standards and to further 
economic and cultural progress. 


The Venezuela Companies: 

Maracaibo and Perija 

By constantly financing and engineering 
additional generation facilities, the Com- 
pany has managed to supply more than 
sufficient electric power to meet the 
rapidly accelerating energy needs of 
Metropolitan Maracaibo, urban center 

yf the multi-billion dollar oil industry. 

y expanding its rural network of power 
ome ten-fold, it has helped revi- 
talize the beef cattle and dairy industry, 
thus improving the living standards of 
thousands of farm families. This has 


been accomplished without increasing 
the kilowatt-hour rate, now averaging only 
slightly more than half the national 


average, as determined by the Ministry 
of Development. 
During the past ten years, the Maracaibo 
Company has added three power plants 
its Maracaibo complex and another to 
upply power to the District of Col6n, 
south of Lake Maracaibo. These are the 
77,000 kilowatt Concepcién Gas Turbine 
Plant, the 95,000 kilowatt Urdaneta Gas 
furbine Plant and the 20,000 kilowatt 
ibucara Gas Turbine Plant. These, 
\gether with the 12,000 kilowatt Santa 
9ara Diesel Plant and the 240,000 
kilowatt Arreaga Steam Plant, represent 
in installed capacity of 444,000 kilowatts 
- more than double that of 1965. 


In 1958 the Company, anticipating future 
growth demands, installed an 138 
thousand volt transmission circuit around 
the City of Maracaibo. Since 1965 higher 
voltage lines have replaced the original 
lines and the city transmission system 
has been strengthened and expanded 
with more modern line hardware. Among 
the added substations is the recently 
inaugurated Central Substation, a model 
of its kind, designed by Consultores 
Occidentales, S.A., the Venezuelan 
associate of C | Power Services. 

The Maracaibo and Perja distribution 
networks now cover a wide sweep of 

the rural areas west of Lake Maracaibo, 
extending across the border into the 
Colombian town of Maicao. To the south, 
the Santa Barbara network covers that 
area’s beef raising countryside. This rural 
network has 1,667 miles of energy 
carrying lines, compared with some 152 
miles in 1963. The reliability of the Com- 
pany’s service is attested by the record 
— one system power failure in ten years 
and that of very short duration. 


School children learning about electricity — Barbados 
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All Company inventory, payroll work, 
customer billing, etc. are handled by 
Procedatos, the C | Power data process- 
ing company. In addition to Company 
work, Procedatos serves the Maracaibo 
Municipality in the billing of gas and 
waste removal services with collections 
handled by the Maracaibo subsidiary. 
Technical and commercial employee 
training programs are used to maintain 
Company efficiency and safety standards. 
Ninety-nine per cent of Company em- 
ployees are Venezuelan nationals; 70 

per cent own their own homes. The 
Company has taken a prominent part in 

a wide spectrum of community activities. 
Outside educational programs range from 
“housewives” instruction in the use of 
electrical appliances to instruction of local 
contractors on proper wiring methods, to 
university level courses on air conditioning 
engineering. The Maracaibo subsidiary is 
assisting in the creation of a new 
university in that city. 


Barquisimeto and Carora 


The Barquisimeto Company has support- 
ed the growth of this fourth largest Vene- 
zuelan city and helped improve living 
conditions in the surrounding countryside. 
The Carora Company has done the same 
for the sugar plantations and beef cattle 
area between Maracaibo and Barquisi- 
meto. The generating capacity of the two 
plants in Barquisimeto has been raised 
over the past ten years to a total of 
68,000 kilowatts, which amounts to 
20,000 kilowatts above peak demand. In 
addition, an interconnection has been 
made with CADAFE in Barquisimeto in 
order to further increase the availability 
of power by 10,000 kilowatts. Increased 
generating capacity and network exten- 
sion have been accomplished with no 
increase in the Company’s kilowatt-hour 
rates, which remain lower than the 
national average. An economical rate 
was introduced in 1973 for marginal 
customers. The Carora Company has 
more than doubled its generating capacity 


Electrically Powered Irrigation — Rural El salvador 


since its purchase by C | Power in 1966. 


Among the community projects sponsor- 
ed by the Barquisimeto Company in 
recent years is a unique version of the 
Reddy Kilowatt Club concept. A variety 
of educational, sports and art programs 
has enlisted nearly a thousand school 
teachers and some forty thousand school 
children in the Club’s activities. 

Note: Capital Expenditures for the four 
Venezuela Companies over the past ten 
years have amounted to $105,263,000. 
During this period they have paid a total 
of $11,624,000 in Municipal taxes and a 
total of $40,234,000 in Government taxes. 


The major Bolivian Company supplies 
electric light and power to La Paz, the 
capital city of Bolivia, and the surround- 
ng country, as well as to the tin mines 

in the area of Oruro, and a small sub- 
sidiary serving the city of Oruro. 

The Company’s major contribution to the 
Bolivian economy in recent years has 
been the completion of a series of three 
hydro-electric power plants in the Zongo 
Valley in the Andes Mountain Range. 

n 1966 work was finalized on the 
Chururaqui Plant, equipped with two 


units, together producing 26,000 kilowatts. 


This plant is fed through a rock bored 
tunnel one and a half miles in length 
The cost of this project was $4,344,000. 


In 1969, the company completed the 
Harca Plant, whose two units have a 
capacity of 28,000 kilowatts. Harca is fed 
through a similar tunnel nearly two miles in 
length. It was built at a cost of $5,840,000 


In 1974, as previously noted, the Cahua 
Plant, with two units, added 28,000 kilo- 
watts to the capacity of the system. This 
$10,353,000 enterprise, pictured on Page 
16 of this report, was the latest step in 
an unusually complex and difficult engin- 
eering feat, which included, in addition 
to the plants and penstocks themselves, 
the development of the necessary access 
roads. Their construction required the 
erection of a steel and pre-stressed 
concrete bridge across a mountain 
ravine of the high Andes. 


To transmit Zongo Valley power to La 

Paz necessitated the construction of 
sixteen miles of 115 thousand volt double 
circuit transmission line, eleven miles of 
115 thousand volt single circuit trans- 
mission line and the building of four 115 
thousand volt switching stations. An even 
more difficult accomplishment was an 
eighty-four mile transmission line which, 
for part of the way, mountain hops from 
the Zongo Valley to the Matilde Zinc 

Mine on Lake Titicaca. In the city of 

La Paz, the increase in power demand 
from 40,000 kilowatts in 1964 to 69,000 
kilowatts in 1974, required the strength- 
ening and extension of the distribution 
system in that area. 


The generation system in the Oruro 
district had required the installation by 
the Company of four hydro-electric plants 
in the Miguilla Valley in the 1940-60 
period. The major development work 
since 1965 has been in the transmission 
area and includes two new substations, 
four new switching stations, the rebuild- 
ing of three existing substations and the 
construction of six miles of 66 thousand 
volt line. This line work was done largely 


to accommodate power generated by the 
new Government owned plant in 
Cochabamba. 

The accomplishments of the Company 
over its years of service to the people 
of Bolivia have ranged from advancing 
the living standards of La Paz and its 
environs to aiding in the development 
of the tin mining areas, the country’s 
major source of income, particularly in 
the Oruro area. 


Reddy Kilowatt shines from Company Headquarters 
— Maracaibo 


The Salvador Company 

The Salvadorean economy is basically 
agricultural (coffee, sugar, cotton). A 
main contribution of the Company to 

the country’s progress has been its rural 
electrification program. This program 
now has extended electricity and its 
benefits to 116 towns and villages. While 
there are relatively few large extractive 
or manufacturing organizations in El 
Salvador, the number of smaller manufac- 
turers has nearly doubled in the 1965- 
1974 period. As a result, the Company’s 
industrial sales have tripled in the same 
length of time. 


The Salvador Company markets and dis- 
tributes electricity supplied by the Gov- 
ernment Agency, La Comisi6n Hidro- 
eléctrica del Rio Lempa (CEL); the 
Company generates a fractional amount 
of its own power. To ensure continuity 
and quality of service and to support the 
growth of Metropolitan San Salvador, 
the old 4.1 thousand volt distribution 
system there is being replaced by a 24 
thousand volt network. In 1971, a new 
100 thousand kilowatt supply point at 
San Antonio Abad for CEL power was 
commissioned and a remote control 
system for all distribution substations 
installed. Recently the Company has 
installed the first of a new type of auto- 
matic sectionalizing and load transfer 
device. The number of customers has 
climbed from 76,000 in 1965 to 148,000 
in 1974, with a resultant tripling of sales. 


Extensive participation in community 
educational,civic and cultural functions 
is a tradition of the Salvador Company. 
In 1968, ihe Company became the long- 
term lessee of the first building to be 
erected in the new San Salvador Metro- 
center, a large commercial development 
which now includes supermarkets and 
other shopping facilities and a high rise 
hotel. The Company's ground floor 
auditorium has become the city center 
for educational, civic, social and cultural 
gatherings. More than 500,000 San 


Salvadoreans have made use of its stage 
and large seating capacity. 


In 1969, the Company acquired and 
equipped a modern service depot on 

the outskirts of San Salvador. In addition 
to facilities for the operation of the Com- 
pany distribution system, the depot 
includes an athletic field, used both by 
employee teams and those of local 
schools and youth organizations. The 
Company sponsors employee baseball 
and soccer teams, as well as Little League 
and other teams for employees’ children. 
Such community and employee relations 
have added to the Company’s outstanding 
reputation in Central America as an 
exceptionally reliable, responsible and 
well-managed Company. 


Arreaga Control Console — Maracaibo 


The Barbados Company 


Barbados has accomplished much in the 
past ten years — in agriculture, com- 
merce and industry and, of course, in 
the greatly increased tourist business 
made possible by European and North 
American jet transport. The use of 
electricity in truck gardening and milk 
production by progressive farmers has 
included electric powered pumps for 
irrigation systems and electric milking 
and milk cooling systems. Electric air 
conditioning and electric powered ma- 
chinery have aided the Island’s industry 
to the point where 165 small and medium 
size factories employ 130,000 people on 
the 21 by 14 mile Island. As for tourism, 
Barbados continues to add new hotels 
and presently offers air conditioned ac- 
commodations for 7,800 visitors per 
day. In 1974, the Island welcomed some 
235,000 tourists, compared with 57,625 
in the year 1964. 


To keep ahead of this growth pattern and 
supply reliable, modern electric service, 
the Company has repeatedly financed 
and installed new and larger generation 
facilities. In 1964-65, this program started 
with the installation of three 1,650 kilowatt 
diesel generating units in the Garrison 
Hill Plant. In 1967, five 2,300 kilowatt 
diesel units were commissioned at the 


newly acquired 


and site at Spring Garden. 


In 1970-71, four 4,560 kilowatt Mirrlees 


generating sets 


were installed ina 


specially designed building at this site. 


In 1973, an addi 


tional 18,630 kilowatt 


Curtiss-Wright gas turbine was installed. 
In 1974, construction started on a steam 
generating plant at Spring Garden, which 
will house two 20,000 kilowatt units, the 
first of which is planned for commission- 
ing about mid 1976. 


The Barbados Company’s distribution 
network now serves more than 90 per 
cent of the Island. This has required the 
construction of four substations, the latest 
of which was commissioned at Hampton, 
Parish of St. Philip, in October 1974. 


Distribution expansion began in 1964 
with a program for equipment mechani- 
zation. Continuously expanded high 
voltage distribution and the successful 
training of Barbadian nationals to handle 
modern generating equipment and 
distribution equipment, have been an 
important factor in improving working 
and living conditions in the Island. The 
Company's policy of modernization is 


exemplified by its data processing system, 


which handles billing, inventory control 
and other functions. 


Hot Line Training — 


Maracaibo 
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C | POWER SERVICES LIMITED 


new 28,000 kilowatt Cahua Hydro- 
tric Plant in Bolivia's Zongo Valley, 
red above, is among the latest 
jineering projects of the Bolivian 
npany, in conjunction with C | Power 
ices, the managing, engineering and 
hasing subsidiary of Canadian Inter- 

tional Power Company. C | Power 
ices designed and is presently 


supervising the construction of a steam 
generating plant in Barbados and is 
acting in a consultative capacity to a 
Government-owned electric utility in 
Ecuador. In addition to supplying its 
services to the Company's electric 

utility properties, C | Power Services 
engages in a variety of outside consultant 
activities. 
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FINANCIAL STATEMENTS 1974 


The Annual General Meeting of Shareholders of Canadian 
International Power Company Limited will be held on Friday, 
May 16, 1975 at 10:30 a.m. (Eastern Daylight Saving Time), 
in the ‘Salon Huronie” of Le Chateau Champlain, Place 

du Canada, Montreal, Quebec, Canada. 


CONSOLIDATED BALANCE SHEETS 
DECEMBER 31, 1974 AND 1973 


(expressed in United States currency) 


ASSETS 


Property, plant and equipment (note 4): 


Production 
Transmission and distribution 
Other 


Less accumulated depreciation 
Net property, plant and equipment 


Investments and other assets (note 5) 


Current assets: 


Cash 

Bank term deposits payable in U.S. dollars 
Other term deposits 

Accounts receivable 

Materials and supplies, at cost 

Prepaid expenses 


Total current assets 


Deferred charges 


On behalf of the Board: 


Director 


Director 


See accompanying notes 


1974 1973 
$165,585,000 $157,979,000 
153,152,000 147,807,000 
21,037,000 18,543,000 
339,774,000 324,329,000 
66,699,000 60,489,000 
273,075,000 263,840,000 
12,810,000 12,311,000 
2,341,000 5,135,000 
26,363,000 22,267,000 
735,000 519,000 
16,632,000 15,280,000 
11,716,000 7,371,000 
614,000 491,000 
58,401,000 51,063,000 
1,688,000 1,317,000 
$345,974,000 $328,531,000 


SHAREHOLDERS’ EQUITY AND LIABILITIES 


Shareholders’ equity: 


Capital stock (note 6) [Shares Issued and Outstanding] 
Preferred stock 1974 280,075 (1973 296,525) 
Common stock 1974 5,808,140 (1973 5,808,140) 


Appraisal increment to property, plant and equipment 
(note 4) 
Retained earnings (note 11) 


Total shareholders’ equity 
Minority interest in subsidiary companies 
Long-term debt (note 7) 


Current liabilities: 


Bank loans 

Accounts payable 

Customers’ deposits, including interest thereon 
Income taxes payable 

Dividends payable 

Long-term debt, due within one year 


Total current liabilities 
Employees’ service and severance indemnities (note 9) 
Provision for contingencies 
Customers’ contributions for line extensions 


See accompanying notes 


1974 1973 
$ 5,200,000 $ 5,506,000 
17,646,000 17,646,000 
22,846,000 23,152,000 
71,438,000 71,438,000 
157,203,000 148,709,000 
251,487,000 243,299,000 
14,660,000 13,995,000 
41,677,000 36,037,000 
5,005,000 6,042,000 
10,013,000 7,674,000 
1,690,000 1,525,000 
4,971,000 4,361,000 
1,859,000 1,568,000 
ee O00 OUD Be e207, 000 
33,204,000 32,427,000 

1,909,000 = 
641,000 641,000 
2,396,000 2,132,000 


$345,974,000 


$328,531 ,000 


CONSOLIDATED STATEMENTS OF RETAINED EARNINGS 


years ended December 31, 1974 and 1973 
(expressed in United States currency) 


Balance, beginning of year 
As previously reported 
Prior period adjustment (note 4) 


As restated 


Add: 


Net income 
Discount less expenses on preferred shares purchased 
(note 6) 


Deduct: 


Preferred share dividends 

(per share — $1.04 in 1974 and $1.04 in 1973) 
Common share dividends 

(per share — $1.18 in 1974 and $1.04 in 1973) 


Balance, end of year (note 11) 


See accompanying notes 


1974 


$148,960,000 
251,000 


148,709,000 


15,573,000 
76,000 


164,358,000 


302,000 


6,853,000 


7,155,000 


$157,203,000 


1973 


$139,734,000 


139,734,000 


15,283,000 


42,000 
155,059,000 


310,000 


6,040,000 
6,350,000 
$148, 709,000 


CONSOLIDATED STATEMENTS OF INCOME 


years ended December 31, 1974 and 1973 
(expressed in United States currency) 


Operating revenue 


Operating revenue deductions: 
Operating and maintenance expenses 
Taxes (note 8) 

Income 
Other 
Provisions for depreciation (note 4) 


Operating income 
Investment income 


Gross income 


Income deductions: 


Interest expense — long-term debt 

— other 
Interest charged to construction — credit 
Minority interest 


Net income 


Earnings per common share (note 6) 


See accompanying notes 


1974 1973 
$ 88,892,000  $ 75,776,000 
52,058,000 40,325,000 
7,784,000 7,628,000 
2,584,000 2,202,000 
10,000,000 9,110,000 
72,426,000 59,265,000 
16,466,000 16,511,000 
3,977,000 2,758,000 
20,443,000 19,269,000 
4,180,000 3,133,000 
682,000 914,000 
(1,215,000) (1,083,000) 
1,223,000 1,022,000 
4,870,000 3,986,000 
$ 15,573,000 $ 15,283,000 
$2.63 $2.58 


CONSOLIDATED STATEMENTS OF CHANGES 
IN FINANCIAL POSITION 


years ended December 31, 1974 and 1973 
(expressed in United States currency) 


1974 1973 


Source of funds: 
Current operations — 
Net income $ 15,573,000 $ 15,283,000 
Charges against income not involving the use of 
funds in the current period: 


Provision for severance indemnities 746,000 — 
Depreciation 10,000,000 9,110,000 
Minority interest 1,223,000 1,022,000 
Working capital provided from operations 27,542,000 25,415,000 
Deferred charges 792,000 (305,000) 
Additional borrowings — long-term debt 13,447,000 11,446,000 
Shares of subsidiaries sold to minority shareholders 162,000 470,000 
Customers’ contributions for line extensions 264,000 183,000 


42,207,000 37,209,000 


Application of funds: 


Additions to property, plant and equipment 20,887,000 24,207,000 
Less proceeds from disposals 1,652,000 868,000 
19,235,000 23,339,000 
Dividends 7,155,000 6,350,000 
Reduction of long-term debt 7,807,000 8,696,000 
Additions to investments and other assets 499,000 1,758,000 
Dividends paid by subsidiaries to minority shareholders 631,000 929,000 
Purchase for cancellation of 5.2% preferred shares 230,000 100,000 
Shares of subsidiary companies purchased from 
minority shareholders 89,000 395,000 
35,646,000 41,567,000 
Increase (decrease) in working capital 6,561,000 (4,358,000) 
Working capital, beginning of year 18,636,000 22,994,000 
Working capital, end of year $ 25,197,000 $ 18,636,000 


See accompanying notes 


Changes in components of working capital: 


Increase (decrease) in current assets — 
Cash 
Bank term deposits payable in U.S. dollars 
Other term deposits 
Accounts receivable 
Materials and supplies, at cost 
Prepaid expenses 


Increase (decrease) in current liabilities — 


Bank loans 

Accounts payable 

Customers’ deposits, including interest thereon 
Income taxes payable 

Dividends payable 

Long-term debt, due within one year 


Increase (decrease) in working capital 


See accompanying notes 


1974 1973 

$ (2,794,000) $ 1,530,000 
4,096,000 (53,000) 
216,000 217,000 
1,352,000 (197,000) 
4,345,000 744,000 
123,000 (27,000) 
7,338,000 2,214,000 
(1,037,000) (1,976,000) 
2,339,000 1,017,000 
165,000 174,000 
610,000 (375,000) 
291,000 116,000 
(1,591,000) 7,616,000 
777,000 6,572,000 

$ 6,561,000 $ (4,358,000) 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1974 AND 1973 


is 


Significant Accounting Policies 


(a) 


Principles of Consolidation 


The consolidated financial statements include the accounts of the Company and all 
its subsidiaries. Investments in other companies, details of which are set out in 
Note 5, are carried at cost. 


Property, Plant and Equipment 


It is the policy of the Company when indicated to have the properties of the 
electric utility subsidiary Companies appraised periodically and to record appraisal 
increments in the accounts. By the adoption of this practice, the major properties 
of the Company are carried at approximate current values. Depreciation provisions 
charged to income are based upon the value of assets including appraisal increments, 
thereby providing for the replacement value of the property, plant and equipment. 


Based on appraisals of the electric companies in Venezuela and Barbados, the 
assets are stated on a basis of reproduction-cost-new less observed depreciation 
at the dates of the appraisals. Property acquired in these subsidiaries subsequent 
to the appraisals and assets of the other subsidiaries have been recorded at cost. 
Provision for depreciation on all assets including appraisal increments is computed 
in the accounts principally on a straight line basis at rates required to amortize the 
asset values over the estimated service lives of the assets. The percentage relation- 
ship between the annual provisions for depreciation and the average gross book 
value of depreciable property was 3.0% for 1974 and 2.9% for 1973. 


Translation of Foreign Currencies 


Assets and liabilities, except for property, plant and equipment, have been translated 
into U.S. dollars at rates prevailing at the balance sheet dates. Property, plant and 
equipment have been translated at rates prevailing at the time of acquisition or in 
the case of appraisals at rates prevailing at the dates when appraisals were made. 


The items in the statements of income are translated at the average rates of 
exchange prevailing during the years, except for depreciation, which is translated 
at the same rates as those used for the related assets. Unrealized gains or losses 
on translation are deferred. 


Employees’ Service and Severance Indemnities and Pension Plans 


In 1973 and previous years, employees’ past service and severance indemnities 
required under the laws of Venezuela and Bolivia were charged to income when 
paid. In Venezuela, Government decrees were passed in 1974 which increased 
indemnities under certain conditions and which vested indemnities to the benefit 
of employees, Accordingly, in 1974, the Company adopted the policy of providing 
for the accumulated liability for service and severance indemnities over a period of 
seven years, which would be required in the unlikely event of complete separation 
of all employees. In Bolivia where the law now requires that liabilities for indemnities 
be entirely recognized in the accounts, the Company has recorded the prior years’ 
accumulated liability in 1974, which amount will be charged to income over a ten 


year period. As a result of these changes, net income and earnings per share have 
been reduced by $395,000 and $.07 respectively. 


The liability arising for past service benefits under pension plans established in 
other countries is charged to income over periods varying from ten to twenty-eight 
years from dates of the actuarial valuations. 


2. Summary of assets, liabilities, operating revenue and net income of the companies 
by location — Thousands of U.S. dollars 


Venezuela Bolivia El Salvador Barbados Mexico Bermuda Canada Total 
Property, plant and 
equipment $211,121 $60,380 $25,904 $42,172 $ — $ 3  $ 194 $339,774 
Less: Accumulated 
depreciation 38,563 12,971 TT 7,612 — 1 79 66,699 
172,558 47,409 18,431 34,560 _ 2 115 273,075 
Investments and 
other assets and 
deferred charges 638 1,256 128 1,552 7,009 40 3,875 14,498 
Current assets 20,461 3,201 4,681 4,034 aka 21,100 3,213 58,401 
193,657 51,866 23,240 40,146 8,720 21,142 7,203 345,974 
Current liabilities 22,402 1,966 3,201 3,068 127 1 2,439 33,204 
Long-term debt 23,364 6,568 —_ 11,745 — a — 41,677 
Provision for 
contingencies, 
customers’ 
contributions for 
line extensions 
and severance 
indemnities 746 1,473 _— 2,396 331 — —_— 4,946 
Minority interest 5,166 213 2,297 5,800 982 3 199 14,660 
51,678 10,220 5,498 23,009 1,440 4 2,638 94,487 
NET ASSETS $141,979 $41,646 $17,742 $17,137 $7,280 $21,138 $4,565 $251,487 
OO OC OME 4 ON OOmm i |i, 094m OOCMENE GOD GumE S21 504 mms o2O *243,299 
OPERATING 
REVENUE $ 52,085 $5145 $19,481 $12,101 $ — $ — $ 80 $ 88,892 
Ato 0 Menem AO Omen O50 Ome Ac me a _— P49 TAS HIATAS) 
NET INCOME $ 10,063 $1,165 $ 1,288 $1,114 $ 398 $ 2,234 $ (689) $ 15,573 
nO Onan 4 32mm O44 mee nO) 2 o aeeent DOO mmmaN (740) se ee 268 
PERCENT OF 
NET INCOME 65% 7% 8% 7% 3% 14% (4%) 100% 


EeOG cummin Oo) me i lil./0) ene ou 4 Cin /oene nO 7oumett (470) Snes 1100.20 


*Comparative Figures for 1973 


3. Negotiations 


On April 29, 1974, the Venezuelan Government passed a decree requiring that at least 
80% of the equity of electric utility companies operating in Venezuela must be owned 
by nationals of Venezuela. This requirement must be met over a period of three years 
ending April 30, 1977. 


Negotiations are currently continuing with the Government of Venezuela with respect 
to conforming with this legislation and making available to the Venezuelan Government 
participation in the Venezuelan subsidiary utilities, at least to the extent indicated. 


Discussions are not sufficiently advanced to enable management to assess the effect 
on the Company. 
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Property, Plant and Equipment 


Venezuela 


In accordance with the Commercial Code of Venezuela and an appraisal by International 
Middle West Service Company of Chicago, as at December 31, 1971, the properties of 
the four Venezuelan electric subsidiaries have been stated on a basis of reproduction- 
cost-new less observed depreciation. Additions from January 1, 1972 are at cost. 


When depreciable property is retired, the portion of the carrying value represented by 
original cost less applicable accumulated depreciation is charged to operating revenue 
and the portion of the carrying value represented by the appraisal increment is charged 
to accumulated depreciation. 


Bolivia 


Properties are presently stated at cost in dollars. When depreciable property is retired, 
the gross book value is charged to accumulated depreciation. 


El Salvador 


Properties are stated at cost. When depreciable property is retired, the portion of the 
carrying value represented by original cost less accumulated depreciation is charged 
to operating revenue. 


Barbados 


Based on appraisal by International Middle West Service Company as at December 31, 
1972, property, plant and equipment have been stated on the basis of reproduction- 
cost-new less observed depreciation. As a result of this appraisal, which was recorded 
retroactively to January 1, 1973, property, plant and equipment were increased by 
$10,149,000 and accumulated depreciation increased by $499,000. Additions since 
January 1, 1973 are recorded at cost. Reflecting the retroactive recording of the appraisal 
as at January 1, 1973, depreciation in 1973 was increased by $333,000. 


When depreciable property is retired, the gross book value is charged to accumulated 
depreciation. 


The increases resulting from the revaluation of the Venezuelan and Barbados properties 
(less the portion applicable to minority interests) are shown on the balance sheets as 
“Appraisal increment to property, plant and equipment’’. 


Investments and Other Assets — At Cost 


1974 1973 
Government of Mexico — 642% 
promissory notes due semi-annually 
to January 15, 1977 $1,852,000 
Less amounts due within one year 706,000 $ 1,146,000 §$ 1,852,000 


Government of Mexico — 8Y%s % external 

sinking fund bonds due 

December 1, 1997, in the amount 

of $2,590,000 (1973 — $2,025,000) 2,478,000 1,986,000 
Fiveca, S.A., Caracas, Venezuela, 

shares — 18.4% of share capital 1,278,000 1,064,000 
Northern & Central Gas Corporation 

Limited Preference shares (1.5% 

of issued shares of Series B) 463,000 

Common shares 

(2.1% of issued shares) 3,273,000 3,736,000 3,736,000 


@}. 


Investments and Other Assets (continued) 1974 1973 
Aluminio, S.A. de C.V., Mexico, 
shares — 4.6% of share capital 1,998,000 1,998,000 
7%2% debentures, due February 1980 
in the amount of $120,000 
(1973 — $140,000) 93,000 111,000 


Other 2,081,000 1,564,000 
$12,810,000 $12,311,000 


Capital Stock 
Preferred Stock 


Preferred shares of the par value of Cdn. $20 each, issuable in series, of which 
350,000 shares were designated as 5.2% Cumulative Redeemable Preferred shares, 


1965 Series — 

1974 1973 
Authorized shares, less redeemed 1,930,075 1,946,525 
Issued shares 280,075 296,525 
Carrying value $ 5,200,000 $ 5,506,000 


The Company is required to purchase for cancellation each year preferred shares 
in an amount not less than Cdn. $70,000. During the year, 16,450 shares having an 
eodiegste par value of Cdn. $329,000 (U.S. $306,000) were purchased and can- 
celled. 


The 1965 series are redeemable at the option of the Company at Cdn. $20.40 plus 
any unpaid preferential dividends. 


Common Stock 


1974 1973 
Common shares of no par value 
Authorized shares 6,250,000 6,250,000 
Issued shares 5,808,140 5,808,140 
Stated value $17,646,000 $17,646,000 


Under a Stock Option Plan for officers and key employees of the Company and its 
subsidiaries, a maximum of 250,000 common shares are reserved for issue at a 
price which cannot be less than 100% of the fair market value at the date of grant. 


No options were exercised during the period or subsequently. Certain options expired 
during the period and became available for issue by new grant. Options on 12,000 
shares were granted in 1974 and as a result there were outstanding and exercisable 
at December 31, 1974 options on 86,500 shares (including 34,500 shares granted 
to directors and officers) having an aggregate option price of $1,093,000 leaving 
163,500 shares available for future grants. 


Details of common shares under option at December 31, 1974 are as follows: 


Number of Shares Option price per Share Expiry date of Option 
60,000 Cdn. $12.60 February 7, 1978 
5,000 Cdn. $12.60 January 2, 1975 
2,500 Cdn. $13.13 April 5, 1978 
5,000 Cdn. $14.06 May 9, 1978 
2,000 Cdn. $17.00 May 8, 1979 
5,000 Cdn. $12.00 April 18, 1979 
2,000 Cdn. $10.97 May 16, 1979 


5,000 Cdn. $10.97 May 16, 1984 
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Earnings per common share were determined by dividing the number of common 
shares outstanding during each year into net income less preferred share divi- 
dends. There would be no material dilution of such earnings per common share 
if all stock options were exercised. 


Long-Term Debt 1974 1973 
Venezuela 
10% bonds due in instalments to 1978* $ 4,547,000 $ 5,639,000 
11% notes due 1975 1,350,000 1,500,000 
9¥%2% to 11V¥2% demand notes due in 1974* — 4,839,000 
9V2% to 10% bank loans due in instalments to 1978* 4,414,000 5,326,000 
5% and 6.3% bank loans payable in Swiss francs due 
in semi-annual instalments to 1980 8,315,000 7,963,000 
10% notes due in semi-annual instalments to 1978* 1,116,000 1,395,000 
1034% notes due in semi-annual instalments to 1978 773,000 884,000 
6% equipment notes due in semi-annual instalments 
to 1976 216,000 428,000 
6% equipment notes due in semi-annual instalments 
to 1982 829,000 884,000 
6% notes due in annual and semi-annual instalments 
to 1978 2,110,000 2,642,000 


Royal Bank of Canada loan due in semi-annual 

instalments to 1979 at London Interbank rate plus 

1% (which at December 31, 1974 was 15%) 6,000,000 —_ 
Royal Bank of Canada loan due 1975 at London 

Interbank rate plus 1% (which at 

December 31, 1974 was 15%) 1,000,000 = 
Other 446,000 352,000 


31,116,000 31,852,000 


Bolivia 
5%2% loan from International Development Association 
through the Bolivian Government due in semi-annual 
instalments to 1989* 3,961,000 4,034,000 
6% loan payable in Canadian dollars from Export 
Development Corporation due in semi-annual 


instalments to 1983 1,866,000 2,183,000 
Equipment notes with interest from 594% to 8%2% due 

in varying instalments to 1978 896,000 1,111,000 
Other 490,000 = 


7,213,000 7,328,000 


Barbados 


Bank loan due in annual instalments to 1976 at the 
Barbados prime interest rate which at December 31, 


1974 was 11% (1973 — 10%)* 3,796,000 1,448,000 
9%2% debentures repayable 1989/93 in semi-annual 
instalments* 736,000 603,000 


Equipment notes payable in pounds sterling with 

interest from 5%4% to 8%2% due in varying 

instalments to 1981 1,362,000 1,758,000 
11% notes due in semi-annual instalments to 1977* — 426,000 


1974 1973 
6% notes due in semi-annual instalments from 1978 
to 1981 411,000 404,000 
8%2% and 9%4% debentures payable in pounds 
sterling to Commonwealth Development 


Corporation from 1976 to 1990 3,531,000 3,475,000 
Export Development Corporation 82 % loan due 1977/85 2,548,000 = 
Lloyds Bank 7% loan due 1975 630,000 == 


13,014,000 8,114,000 


51,343,000 47,294,000 
Less amounts due within one year included 
in current liabilities 9,666,000 11,257,000 


$41,677,000 $36,037,000 


*Repayable in the currency of the country. 
Long-term debt secured by charges against property, plant and equipment 
totalled $14,011,000 ($18,546,000 in 1973). 


The aggregate amounts of long-term debt maturing after December 31, 1975 
are as follows: 


Year Amount 
1976 $ 9,021,000 
1977 8,404,000 
1978 7,782,000 
1979 3,852,000 
Subsequently 12,618,000 
$41,677,000 


Income Taxes 


All of the countries in which the subsidiaries operate, except Bermuda, impose with- 
holding taxes upon cash dividends paid to the Company. It is a policy of the 
Company to pay cash dividends out of current year's earnings of subsidiaries. 
Substantially all other undistributed earnings are reinvested in the subsidiaries, and 
consequently, no provision is made for withholding taxes on these earnings. 


Income taxes have been reduced by $1,743,000 ($2,411,000 — 1973) as a result of 
credits permitted under income tax laws for investments in property, plant and 
equipment, principally in Venezuela. 


Employees’ Service and Severance Indemnities and Pension Plans 


Venezuela 


Employees’ service and severance indemnities were charged to income when paid each 
year until December 31, 1973. For 1974 and subsequent years such costs will be 
charged to income on an accrual basis. The amount charged to income in 1974 was 
$1,782,000, including a provision of $746,000 for 1974 ($841,000 — 1973). 


The unrecorded balance as at December 31, 1974 was $5,480,000 which if paid will 
give rise to tax credits of approximately $2,569,000 and will be charged to income 
net of applicable income taxes over a period of six years. 
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Bolivia 
Employees’ service and severance indemnities were charged to income when paid 
each year until December 31, 1973. For 1974 and subsequent years the current 
year's costs will be charged to income on an accrual basis. The amount charged 
to income in 1974 was $78,000 ($89,000 — 1973). In 1974, the Company has 
recorded the full amount of the prior years’ accumulated liability, which amount 
will be charged to income over a period of ten years commencing in 1975. 


EI Salvador 


A pension plan incorporating past service benefits was established in 1967. Contri- 
butions by the employees and the Company are to be used for the payment of 
pensions or severance indemnities, at the option of the employee. An actuarial 
valuation of the plan indicated a deficiency with respect to past service benefits of 
approximately $409,000 at August 15, 1969. The Company's contributions include 
an amount that will be sufficient to amortize this deficiency over a period of not 
more than twenty-eight years from the date of the actuarial valuation. 


Barbados 


In October, 1971, the non-contributory pension plan for senior staff was converted 
into a funded plan. An actuarial valuation indicated a deficiency with respect to 
past service benefits of approximately $305,000 at December 31, 1973. This 
deficiency will be amortized by equal annual payments over six years from that date. 


Canada 


Based on an actuarial valuation of the employees’ pension plan on December 31, 
1973, no deficiency existed. However, a new actuarial valuation is being undertaken 
in order to assess the effects, if any, of current economic conditions. 


Remuneration of Directors and Officers 


During the year the Company had twelve Directors and eleven Officers, three of whom 
were also Directors. 


Aggregate remuneration paid by the Company and its subsidiaries to Directors and 
Officers, including past Directors and past Officers, was as follows: 


To Directors To Officers 
1974 1973 1974 1973 
Canadian International 
Power Company Limited $ 62,000 $ 67,000 $267,000 $ 56,000 
Subsidiary Companies 8,000 10,000 220,000 458,000 


$ 70,000 $ 77,000 $487,000 $514,000 


Since January 1, 1974, several officers and staff formerly remunerated by a subsidiary 
have been paid directly by the Company. 


. Legal Reserves 


In Venezuela and El Salvador, the Company is required to appropriate a percentage 
of its earnings as a general reserve designated ‘‘legal reserve’. The amount in each 
subsidiary is determined through the operation of law in the jurisdiction concerned. 
The total amount of ‘legal reserves” included in Retained Earnings was $8,885,000 
at December 31, 1974 ($7,829,000 — 1973). 


. Comparative Figures 


Figures for 1973 have been restated where necessary to conform with the presentation 
adopted for 1974. 


AUDITORS’ REPORT 


To the Shareholders of 
Canadian International Power Company Limited: 


We have examined the consolidated balance sheets of Canadian International 
Power Company Limited and subsidiary companies as at December 31, 1974 and 1973 
and the consolidated statements of income, retained earnings and changes in financial 
positions for the years then ended. Our examination of the financial statements of 
Canadian International Power Company Limited, and those subsidiary companies of which 
we are the auditors, included a general review of the accounting procedures and such 
tests of accounting records and other supporting evidence as we considered necessary in 
the circumstances. We have relied on the report of other public accountants with respect 
to their examination of the financial statements of the subsidiary located in Barbados, 
whose financial statements are summarized in note 2. 


In our report dated March 15, 1974 relating to the financial statements at 
December 31, 1973 and for the year then ended, our opinion was qualified with respect 
to the effect, if any, of the disposition of the tax assessments from the Maracaibo 
Municipality. Subsequently, the Venezuelan Supreme Court of Justice concluded the case 
by deciding in favour of the Company and therefore we no longer require a qualification 
of our opinion in that respect. 


As described in note 3, during 1974 the Venezuelan Government passed a decree 
requiring that at least 80% of the equity of electric utility companies operating in Venezuela 
be owned by nationals of Venezuela within three years from the date of the decree. Nego- 
tiations are currently underway with the Government of Venezuela concerning the partici- 
pation in the Venezuelan subsidiary utilities by an agency of the Venezuelan Government. 
The effect, if any, which this matter may have on the financial position of the Company 
cannot be determined at this time. 


In our opinion these consolidated financial statements present fairly the results of 
operations and changes in financial positions of the companies for the years ended 
December 31, 1974 and 1973 and, subject to such adjustment, if any, as may result from 
the outcome of the negotiations described in the preceding paragraph, the financial positions 
at December 31, 1974 and 1973, in accordance with generally accepted accounting principles 
applied on a consistent basis during the two years except for the change in accounting 
described in note 1.(d). 


(ese fons, Charksen, Frden ¢ Co, 


Montreal, Canada, 
March 14, 1975. 


Chartered Accountants 
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OPERATING STATISTICS 


Generating Capacity at December 31 
(Installed Kilowatts): 


Hydro 
Diesel 
Steam 
Gas Turbine 


Purchased Kilowatts (under contracts) 


Kilowatt-hours sold (thousands) 
Operating Employees at December 31 
Number of Electric Customers served at December 31 


FINANCIAL STATISTICS 
(thousands except per share) 
Operating Revenue 

Operating Expenses 

Interest Expense 

Income Taxes 

Net Income 

Net Income per Common Share 


Montreal Stock Exchange Trading Range?) — High 
— Low 


Dividends on Common Shares 
Dividends per Common Share’) 
Common Shares Outstanding’) 


Capital and Replacement Expenditures for Property, 
Plant and Equipment 


Fixed Capital Account — Property, Plant and 
Equipment at December 31 


NOTES 
(1) After extraordinary item of $700,000 
(2) Quoted in Canadian dollars 


1974 1973 1972 

144,435 116,435 116,435 
91,566 91,566 91,566 
240,100 240,100 240,100 
262,480 242,380 196,150 
738,581 690,481 644,251 
124,689 124,886 115,212 
863,270 815,367 759,463 
2,732,478 2,602,486 2,357,002 
2,424 2,395 2,362 
521,907 502,186 478,090 
88,892 75,776 68,395 
52,058 40,325 35,598 
4 862 4,047 3,570 
7,784 7,628 2a 
iebye 15,283 15,087 
2.63 2.58 2.54 
13%, 14 14% 
9%, lye 11% 
6,853 6,040 5,518 
1.18 1.04 95 
5,808 5,808 5,808 
20,887 24,207 18,884: 
339,774 324,329 294,059 


(3) Adjusted for 2-1 stock split in 1972 and 5-4 stock split in 1968 


1971 1970 1969 1968 
117,035 117,035 117,035 92,735 
92,342 83,755 83,755 75,805 
240,100 240,100 240,100 240,500 
143,600 141,650 106,550 76,350 
593,077 582,540 547,440 485,390 
102,457 94,418 87,843 78,027 
695,534 676,958 635,283 563,417 
2,178,416 2,020,873 1,836,530 1,658,190 
2,264 2,199 2,167 2,151 
452,738 430,034 406,062 386,200 
60,488 56,105 48 869 44,256 
30,506 26,654 22,100 19,647 
3,012 2,702 BD? 2,461 
6,022 5,663 5,427 4,710 
12,641(1) 14,400 1135530 12,419 
2.140) 2.42 2.28 2.09 
12% 16%. 18% 18% 
10% 12%. 12¥2 11% 
Zoi 5,227 4,792 4,414 
.90 90 83 16 
5,808 5,808 5,808 5,808 
19,522 16,100 17,546 14,706 
244,443 227,689 212,709 196,807 


1967 1966 1965 

92,735 92,735 66,250 
72,561 58,307 58,903 
240,500 240,500 174,500 
61,350 47,600 33,200 
467,146 439,142 332,853 
73,889 66,725 62,490 
541,035 505,867 395,343 
1,503,931 1,361,225 1,177,509 
2,065 13995 1,940 
363,990 342,628 317,580 
40,492 36,535 31,358 
18,183 16,185 14,492 
1,678 973 516 
4,156 4,558 3,868 
11,691 11,201 9,820 
1.96 1.88 1.49 
15¥. 12% 12% 

11% 10 8 
3,712 3,174 2,296 
64 59 40 
5,808 5,793 5,747 
15,590 17,334 15,116 
183,019 168,811 148,233 
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MANAGEMENT’S COMMENTS 
ON CONSOLIDATED STATEMENTS OF INCOME 


1973 


During 1973 net income rose marginally to $15,283,000 — a new high — and 
operating revenue increased over 1972 by 11 per cent as a result of a comparable 
increase in power sales. Results would have been even better but for oil shortages in 
Barbados, a currency devaluation in Bolivia, and the much cooler than usual weather in 
Venezuela, which kept air-conditioning loads down. 


Operating expenses were up by 13 per cent over the preceding year, mainly as 
a result of the volume increase referred to above and increased costs of labour and fuel 
oil. 


Interest expense increased by 13 per cent over the preceding year, reflecting 
the increase in borrowings of approximately 8 million dollars and somewhat higher rates 
of interest. 


1974 


Operating revenue increased 17 per cent over 1973, reflecting higher rates in both 
Barbados and El Salvador, as well as fuel adjustment charges, especially in Barbados. 
Once again, revenues would have been higher but for the unseasonably cool weather in 
the Maracaibo service area. 


Operating expenses were up over 1973 by 29 per cent due to increased labour, 
fuel and material costs, plus a provision for employees’ severance indemnities of $746,000. 
In addition, heavy non-recurring legal costs related to the Maracaibo Municipal Tax Case 
were paid in the year. 


Interest expense rose by 20 per cent over 1973, reflecting an increase of some 
$3 million in borrowings at record high interest rates. It is to be noted that a portion of 
the outstanding debt carries interest cost rates which are tied to certain fluctuating inter- 
national bank rates. 


Listed below are dividends paid on the Common Stock as well as the High 
and Low Trading prices on the Montreal Stock Exchange* by quarter for the years 1973 
and 1974. 


Quarter Ending Dividend High Low 
March 31, 1973 $0.25 14 12 

June 30, 1973 0.25 13% 12% 
September 30, 1973 0.27 13 11% 
December 31, 1973 0.27 14 12 

March 31, 1974 0.27 13V2 1% 
June 30, 1974 0.27 12% 10V2 
September 30, 1974 0.32 11 9V2 
December 31, 1974 0.32 daa 9% 


*Quoted in Canadian dollars. 


FURTHER INFORMATION 


A more comprehensive description of the business of the 
Company and other aspects of its affairs is contained in its annual 
report on form 10-K on file with the U.S. Securities and Exchange 
Commission. A copy of this report will be furnished free of charge 
to any shareholder upon written request addressed to the Company, 
Attention The Secretary, Suite 1800, 2020 University Street, 
Montreal, Quebec, Canada H3A 2A5. 


Shares of both preferred and common stock 
in the Company are listed on the 

Montreal Stock Exchange; 

shares of common stock are also listed on 
the Toronto Stock Exchange and the 
American Stock Exchange in New York. 


This photograph of the Salvador Com- 
pany’s office in its Christmas decor 
shows the smiling face of Reddy Kilowatt, 
symbol of the benefits of electricity to 

the people of El Salvador. All C | Power 
subsidiaries make extensive use of the 


Reddy Kilowatt concept to promote the 
use of electric power. Such efforts range 
from Reddy Kilowatt Youth Clubs and 
athletic teams to Reddy Kilowatt art and 
educational programs. 
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